Foreign Economic Trends 
and Their Implications 
for the United States 


OCTOBER 1989 
CYPRUS 


FET 89-106 
Frequency: Annual 
Supersedes: 88-79 


PREPARED BY 
AMERICAN EMBASSY NICOSIA 


‘T OF 
a Co, Mig 


< 
o W 


> 


% 
m 
ww 


c 

% 
> 
% 
Ss 1. 
tires of 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 
Washington, D.C. 20230 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscrip- 
tion, $55.00. Foreign mailing $13.75 additional. Single copies, $1.00, available from Publications Sales Branch, 
Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





KEY ECONOMIC INDICATORS* 
Millions of U.S. dollars Unless Otherwise Noted 


Domestic Economy 
Population (thousands) 


Population growth (%) 

GNP at Current Market Prices 

GDP at Current Market Prices 

Per capita GDP, current dollars 

Rate of Growth of the Economy 
(GDP % change, in real terms) 

Consumer Price Index % change 


Production and Employment 
Labor force (1,000s) 
Unemployment (avg. % for year) 
Real Industrial Production 
Growth (%) 
Govt. oper. surplus/ (deficit) 
as % of GDP 


Balance of Payments 
Exports (F.0O.B.) 


Imports (F.O.B.) 

Trade Balance 

Current account balance 

Foreign debt (year end) 

Debt service paid 

Debt service ratio as % of 
exports of goods & services 

Foreign exchange reserves 

Average exchange rate for year 

(One CP = U.S. dollars) 


U.S. - Cyprus Trade 
U.S. exports to Cyprus (C.I.F.) 


U.S. imports from Cyprus (C.I.F.) 
Cyprus Trade balance 
U.S. share of Cyprus exports (%) 
U.S. share of Cyprus imports (%) 
U.S. bilateral aid 

Economic 

Military 


Principal U.S. exports to Cyprus (1988): cereals, 


automatic data processing equipment, paper and paper products, 


vehicles and electrical equipment. 


1987 


553.8 

‘3 
3,766.2 
3,699.7 
6,680.1 


7.0 
2.8 


255.8 
+ 


3.8 


15.0 
0.0 


Principal U.S. imports from Cyprus (1988): 


: clothing, 
pigments, steel tubes and pipes, carobs, dairy products, misc. 


1988 


559.0 

0.9 
4,305.5 
4,229.7 
7,566.5 


(30%) 


644.6 
1,664.5 


-1,019.9 


+10.7 
1,289.4 
246.0 


10.8 
1,223.6 


2.14 


15.0 
0.0 


* All figures are for government-controlled area only. 


Source: 


Central Bank, Planning Bureau. 


footwear, 


1989(est. 


564.6 

| 
4,550.0 
4,475.0 
7,934.4 


30S 
4.0 


266.9 


6.5 


(2.6) 


673.2 
1,707.5 


-1,034.3 


+10.0 
1,244.0 
245.0 


10.4 
1,224.0 


2.04 


asl 
3.8 


15.0 
0.0 


1990(Pro}j.) 


570.0 

4 
4,900.0 
4,824.0 
8,463.2 


5.2 
3.7 


office machines and 
commercial 


earth 
food items. 





SUMMARY 


Cyprus is the third largest island in the Mediterranean. It has a 
population of about 690,000. Since 1974, Cyprus has been divided 
de facto into a government-controlled area in the south (about 63 
percent of the island) and an area in the north (37 percent of 
the land) garrisoned with Turkish troops and inhabited by Turkish 
Cypriots. Since 1983, the Turkish Cypriots have declared this 
area to be the Turkish Republic of Northern Cyprus (TRNC). Only 
Turkey has extended diplomatic recognition to the TRNC. This 
report covers only the part of the island controlled by the 
Government of Cyprus (GOC), with a mainly Greek Cypriot 
population of about 560,000. 


Note that all percentage changes and comparisons throughout this 
report are based on Cyprus pound (CP) figures. The exchange rate 
used is the 1988 average, CP 1 = US $2.14. 


The economy of Cyprus continued rapid growth in 1988. GDP 
expanded 6.9 percent in real terms, compared with 7 percent in 
1987 and 4.1 percent in 1986. Inflation rose to 3.4 percent from 
2.8 percent in 1987. Unemployment fell to the lowest point since 
1982, at 2.8 percent of the economically active population. The 
merchandise trade deficit increased from $760 million in 1987 to 
$1.02 billion in 1988 as imports grew 22 percent to $1,664 
million. Export growth lagged in relative terms at 10.5 percent; 
exports brought in $645 million. As in previous years a strong 
invisibles surplus tied to rapid growth in tourism and related 
services counterbalanced the deficit in merchandise trade -- 
invisibles earnings rose 18 percent to $1,033 million. The 
current account surplus was $11 million, significantly below the 
1987 surplus of $92 million. 


The fiscal deficit dropped from $163 million or 4.4 percent of 
GDP in 1987 to $138 million or 3.3 percent of GDP in the year 
under review. Government revenue and grants expanded by 

15.9 percent to $1.13 billion, due in part to 
higher-than-forecast proceeds from both direct and indirect 
taxes. An 18.2 percent expansion in private credit was a large 
factor in stimulating consumption, company profits, corporate 
taxes and revenue from tariffs and excise taxes. Total 
government expenditure and net lending reached $1,268 million; 
46.5 percent was on current goods and services, including civil 
service wages (slightly higher than the 1987 total of 46.1 
percent). 


In 1988, Cyprus and the European Community (EC) began a 10-year 
process of mutual tariff cuts, to eventuate in a customs union 
allowing exchange without tariffs or quotas of roughly 80 percent 
of goods traded. The Government of Cyprus has declared its 
intention to make eventual application for full EC membership and 
is proposing a popular referendum on the issue in line with 
President Vassiliou’s 1987-1988 election platform. 





PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: Substantial increases in private consumption 
expenditure and foreign demand fueled growth in 1988. Gross 
Domestic Product (GDP) at constant 1985 prices increased 

6.9 percent in real terms and 11.1 percent in nominal terms, 
compared with 7 and 11.3 percent in 1987. The services sector, 
most notably tourism, led this expansion. Agriculture, 
manufacturing, and construction also performed well. 


Sectoral Analysis: Value added in the broad agricultural sector 
(7.6 percent of GDP) increased by 10.9 percent in real terms to 
$271 million, compared with 3.4 percent in 1987. Good weather 
raised gross agricultural production, especially of cereals, 
potatoes, grapes, fruit, and other tree crops. Citrus production 
fell 15 percent. Production from livestock, forestry, fishing, 
hunting, and ancillary activities also grew by satisfactory 
rates. Revenue from agricultural exports was below 1987 levels 
due mainly to lower prices for potatoes, the leading export crop, 
and lower production of citrus. 


The secondary sectors of the economy--manufacturing, electricity 
and construction, together 28.6 of GDP--recorded combined real 
growth of 6.4 percent compared with 7 percent in 1987 and 1.4 
percent in 1986. Real value added in manufacturing expanded 7 
percent, reaching $576 million in constant (1985) prices, due 
largely to strong foreign demand for Cypriot manufactures of 
clothing, footwear, food, beverages and tobacco products. 
Experts agree that manufacturing must retool and refocus its 
marketing in coming years to respond to stiffer competition from 
EC goods as the tariffs are cut further; there will also be a 
challenge from Asian manufacturers with lower costs. President 
Vassiliou and his administration have urged industrialists to 
move toward "flexible specialization" emphasizing design, quality 
and productivity. 


The construction sector contributed $339 million, in constant 
terms, to GDP, recording a steady rate of growth of 3.1 percent. 
Value added in the electricity sector reached $109 million, an 
increase of 14.5 percent over 1987. 


The tertiary sector, services (50.1 percent of GDP), grew 6.6 
percent in 1988, as against 7.7 percent in 1987. Following are 
the principal activities, with value added and percentage of GDP, 
both in 1985 constant prices: trade, restaurants and hotels ($738 
million, 20.6 percent of GDP, 8.8 percent growth, down from 10.1 
percent in 1987); transport and communications ($340 million, 9.5 
percent of GDP, 5.1 percent growth, steady); banking, insurance, 
real estate and business services ($530 million, 14.8 percent of 
GDP, 4.1 percent growth, down from 6.2 percent); and social and 
personal services ($182.5 million, 5.1 percent of GDP, 8.2 
percent growth, up from 7.7 percent). 





Tourism: In 1988, for the 11th year in a row, tourist arrivals 
increased by more than 10 percent annually. They rose 13.4 
percent -- total visitors were 1,311,591, compared with 1,156,972 
in 1987. Of the 1988 total, 84.8 percent (1,111,818) was 
classified as long-stay visitors. Earnings from tourism rose 
20.4 percent and yielded $826 million. Most visitors came from 
the United Kingdom (36.5 percent), Sweden (10.5 percent), the 
Federal Republic of Germany (9.5 percent), Finland (5.2 percent) 
and Greece (5.0 percent). Hotel capacity reached 48,458 beds in 
1988, an expansion of 5.7 percent. In March 1989, seeking to 
check unplanned development the GOC announced a one-year ban on 
licenses for new hotels in coastal areas; the measure is largely 
hortatory, since licenses already granted are sufficient to allow 
bed capacity to expand by 30 percent or more over the next three 
years. The more immediate constraint is the shortage of Cypriot 
labor, linked with the GOC policy of sharply restricting 
immigrant and foreign temporary labor. 


Employment, Prices, Salaries and Wages: High growth has led to 
essentially full employment. Unemployment as a percentage of the 
economically active population decreased from 3.4 percent in 1987 
to 2.8 percent in 1988. Skilled manual workers were particularly 
in short supply; but university graduates were often 
underemployed. The number of gainfully employed increased by 3.3 
percent, to 233,000; most of this growth was in semiskilled jobs 
in trade, restaurants, hotels and construction. 


Trade unions represent more than 80 percent of the work force. 
Wage indexation is pervasive, with quarterly automatic wage 
increases equivalent to about half the rate of inflation. In 
1988, average wages and salaries increased 8 percent in nominal 
terms and 4.5 percent in real terms. Since real wage rises 
exceeded productivity gains of 3.5 percent, costs of production 
rose. Inflation of the retail price index rose from 2.8 percent 
in 1987 to 3.4 percent in 1988, mainly because of increased 
prices for imported goods. 


Investment: Gross domestic fixed capital formation increased by 
6.2 percent in real terms in 1988, compared with 4.5 percent the 
previous year. About half of this expansion was accounted for by 
the near doubling of investment in the small sector of 
electricity, gas and water as a result of investment by the 
Electricity Authority of Cyprus. Overall, investment in 
machinery and equipment rose 17.7 percent in real terms (compared 
with 5.9 in 1987). Investment in new buildings and works 
increased 2.7 percent as against 6.6 percent the year before. 
There was relatively little foreign direct investment except in 
hotel projects. Government exchange controls restrain Cypriots 
from making portfolio investments outside the country; this 
policy is designed to encourage domestic investment while 
protecting the value of the Cyprus pound. 





Foreign Trade: Total exports of goods (on a balance-of-payments 
basis) increased by 10.5 percent in 1988 and reached $645 
million. In a familiar pattern, the European Community absorbed 
42.8 percent of total exports; 21.6 percent went to the United 
Kingdom. Arab countries absorbed 33.4 percent (compared with 35 
percent in 1987,) while Eastern Bloc countries took only 4.1 
percent (compared with 5 percent in 1987). Revenue from the 
leading domestic manufactured export, clothing, grew 8.7 percent 
to $160 million. Footwear exports grew by 4.7 percent to $35 
million; furniture exports more than doubled to $4 million. 
Agricultural exports were sluggish, as the international sales of 
potatoes dropped 27.2 percent to $90 million and exports of 
citrus fruit fell 11.2 percent to $29 million. 


Imports grew by a hefty 21.9 percent, reaching $1,664 million in 
1988. Imports were fueled by the increased demand for raw 
materials in all major sectors, a strong expansion of private 
credit, an apparent increase in the propensity to consume, and an 
acceleration in the prices of imported goods. About 54.5 percent 
of imports came from the EC, compared with 56.9 percent in 1987. 
Arab countries supplied only 4.8 percent and the Eastern Bloc 
supplied 7.1 percent. Imports were classed in 1988 as follows: 
(consumer goods, 20.4 percent; intermediate inputs, 47 percent; 
capital goods, 10.9 percent; transport equipment and parts, 12.6 
percent; and fuels and lubricants, 9 percent. 


Balance of Payments: The merchandise trade deficit, measured on 
a balance-of-payments basis, shot up to $1,020 million, an 
increase of 30.2 percent over 1987 (in 1987 it had grown only 2.2 
percent). The trade deficit increase was completely absorbed by 
a 17.8 percent increase in the invisibles surplus, which rose 
from $863 million in 1987 to $1.033 billion in 1988. The major 
component was net tourist receipts, which grew by 21.9 percent to 
$689 million (gross receipts of $826 million minus payments of 
$136 million). The current account surplus was $13 million, 
compared with a surplus of $102 million in 1987 and a series of 
deficits immediately before that. The current account surplus 
equalled 0.3 percent of GDP. 


Net capital inflow rose $61 million in 1988, almost all from 
private investment (in 1987 the net inflow was $31 million). Net 
private investment rose to $62 million from $53 million in 1987, 
while trade credits increased $11 million. Net long-term loans 
from abroad fell $12 million, the decrease divided equally 
between the public and private sectors (in 1987 they had fallen 
$13 million). Drawings on official loans were $185 million, up 
$48 million from 1987, but official repayments were $191 
million. Financing was provided from the Council of Europe, 
syndicated offerings in the Euromarket, and loans from the Bank 
of Tokyo, the IBRD, the Kuwait Fund and the European Investment 
Bank. The World Bank decided to continue lending to Cyprus, 





despite the feeling of some analysts that its high per capita 
income made it eligible for graduation from IBRD programs. 


The combined effect for the overall balance of payments, after 
errors and omissions were taken into account, was a deficit of $9 
million, compared with the surplus of $20 million in 1987. 


Fiscal Policy: Central Bank statistics show that the fiscal 
deficit dropped from $163 million in 1987 to $138 million in the 
year under review. As a proportion of GDP, the deficit declined 
substantially from 4.4 percent in 1987 to 3.3 percent in 1988. 


Tax breaks announced early in 1988 suggested a possible drop in 
government revenue; in fact, it expanded by 15.9 percent to 
$1.130 billion. Direct taxes rose from $260 million to $305 
million; factors were faster-than-anticipated growth, higher 
private incomes and company profits, and the doubling of the 
defense levy on salaries from November 1987 to 2 percent of gross 
earnings. Indirect tax proceeds grew from $354 million to $436 


million, largely due to increased revenue from import duties and 
excise taxes on motor vehicles. 


Total government expenditure and net lending rose by 11 percent, 
proportionate to GDP growth, reaching $1.268 billion. Current 
expenditure rose most -- up 2.1 percent to 86.8 percent of the 
total. Capital expenditure was 11.9 percent, and net lending was 
1.3 percent of total outlays. Government spending on goods and 
services, mainly wages and salaries, increased from 46.1 to 46.5 
percent of total outlays. 


Public sector savings, defined as the surplus of current receipts 
over current expenditure, expanded to $30 million compared with 
$7 million in 1987. Financing of the budget deficit was 
principally domestic borrowing, which rose to $185 million in 
1988. Foreign borrowing fell $27 million in 1988 as loan 
repayments ($210 million) exceeded new lending ($182 million). 
Total public and publicly guaranteed debt rose from $1.628 


billion to $1.635 billion at the end of 1988, equivalent to 
38.7 percent of GDP. 


Monetary Policy: The minimum bank liquidity requirements set by 
the Central Bank were the same as in 1986-1987 -- by quarter, 34 
percent, 33.0 percent, 36 percent and 37 percent. (A law from 
the colonial era caps interest rates at 9 percent, effectively 
depriving the bank of that tool of monetary management.) On 
average, bank liquidity was 1.9 percent above requirements. Bank 
credit to the private sector expanded by 18.2 percent in 1988, 
raising M2 growth (M2=currency in circulation plus demand/savings 
accounts) to 17.5 percent and fostering a consumption boom. The 
Central Bank raised the liquidity requirement by 2 percent in 





early 1989 and warned of a possible further 2 percent rise if 
warranted. Banks advocated government controls on unregulated 
credit cooperatives which extend one-third of private credit. Ml 
(cash in circulation pius demand deposits) rose 13.9 percent to 
$93 million; quasi-money rose 18.6 percent to $370 million, 95.0 
percent in time deposits; M2 reached $463 million. 


Prospects for 1989: Prospects for 1989 are good, especially 
given strong further growth in tourist arrivals in 1989. The GOC 
has made comprehensive proposals to rationalize taxation, aimed 
at reducing the fiscal deficit from 4.3 percent of GDP in 1987 to 
1.5 percent by 1992. Basic elements are the introduction of a 
value-added tax (VAT), a reduction of personal income tax 
brackets and rates, a corporate turnover tax, lower corporate 
taxes, and further measures to curb tax avoidance. 


Although the GOC maintains that its package of proposed reforms 
will bring about a more equitable distribution of the tax burden, 
many legislators appear reluctant to approve the complex package; 
they seek further scrutiny and may request significant 

revisions. In general, the left-leaning parties oppose the 
changes while conservative parties support them. The swing votes 
in the legislature, so far uncommitted, are with the 28.5 percent 
held by the center-right party of former President Kyprianou. 
President Vassiliou presented the reform package explicitly as a 
revision of policies of Kyprianou, his immediate predecessor. 


Part B - IMPLICATIONS FOR THE UNITED STATES 


Political Stability: Cyprus has been divided since 1974, when 
Turkish troops occupied a northern region comprising 37 percent 
of the island. The North is inhabited by Turkish Cypriots, whose 
leaders proclaimed the creation of the Turkish Republic of 
Northern Cyprus (TRNC) in 1983. Only Turkey recognizes the 
"TRNC." The United Nations Force in Cyprus (UNFICYP) polices the 
buffer zone between the Greek and Turkish Cypriot communities. 
Except for occasional demonstrations or infrequent incidents 
between soldiers at narrow points in the buffer zone, there has 
been no violent conflict since 1974. President Vassiliou and 
Turkish Cypriot leader Rauf Denktash have been engaged since 
August 1988 in a dialogue under the auspices of the UN Secretary 
General. There is essentially no commerce between the two 
communities. The ports and airports of the TRNC are considered 
illegal by the Government of the Republic of Cyprus. 


Relations with the European Community (EC). Cyprus may apply 
soon for EC membership; the Government has announced plans for a 
referendum on the subject. Cyprus and the EC have offered one 
another a tariff preference of 35 percent since shortly after 
their 1972 Association Agreement. A Customs Union Agreement 
effective in January 1988 initiated a 10-year process of further 





cuts to culminate in a customs union covering 80 percent of 
traded goods by 1997. Rules of origin requirements will be 
further relaxed in the following four to five years. 


The administration is pursuing financial reforms consistent with 
EC practice, including a value-added tax. In March 1988, Cyprus 
began to adopt the EC’s Harmonized System (HS) of tariff 

nomenclature. The private sector is campaigning vigorously for 


EC membership, and the legislature voted a resolution in favor of 
it in June 1989. 


The division of the island and differences between EC member 
Greece and aspirant EC member Turkey may hinder full membership 
in the Community. The economic effects of the move towards a 


customs union over the next 15 years will however be sweeping and 
generally positive. 


Investment Climate: The GOC wishes to encourage foreign direct 
investment and offers various tax incentives to new firms. The 
GOC-owned Cyprus Development Bank has taken equity positions in a 
number of new ventures (the bank may be contacted at P.O. Box 
1415, Nicosia, at telephone 457575, telex 2797, or telefax 
464322). There is relatively little U.S. direct investment in 
Cyprus, which is closely tied by tradition, trade links and 
history to the United Kingdom. All applications for investment 
by nonresidents require prior approval by the Central Bank; 
majority ownership by Cypriots is required, although this may be 
waived by the Council of Ministers in special cases. Priority is 
given to new products, new technologies and new methods of 
production; export-oriented production is encouraged. Other 
factors considered include competition posed to existing firms, 
use of local materials, and employment creation. Foreigners may 
own no more than one piece of real property in Cyprus. Cyprus 
has concluded treaties on double taxation with various countries, 
including the United States. 


Further information and applications for approval of investment 
by nonresidents can be obtained from the Central Bank of Cyprus, 
36 Metochiou Str., P.O.Box 5529, Nicosia, Cyprus, telex 4430. 


Exchange Controls: The exchange rate for the Cyprus pound (CP) 
is set daily by the Central Bank to reflect approximate 
purchasing power parity. The Cyprus pound CP may be purchased 
freely within Cyprus with foreign currency but may not be sent 
abroad. Cypriots and residents are limited in the amounts of 
funds which they may transfer abroad; the GOC allows them to 
purchase foreign exchange for commercial imports, authorized 
business expenses, trips abroad and educational expenses outside 
Cyprus. Non-residents, primarily persons working in the offshore 
sector, may maintain external accounts in any currency and may 


freely transfer foreign exchange. The Central Bank allows 
nonresidents 
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and foreign investors freely to repatriate capital, profits, 
capital gains from sale of shares, dividends and interest from 
investment in Cyprus. Investments may be disposed of at any 
time. Capital gains on the sale of property may be remitted 
abroad, subject to an annual maximum remittance of CP 5000. 
Transfer of shares between non-residents must be approved by the 
Central Bank; this is generally no more than a formality, 
requiring presentation of accounts. The Central Bank must 
approve in advance royalties and other payments abroad for the 
transfer of technology. 


The Offshore Sector in Cyprus: The GOC makes various concessions 
of tax- and duty-free status to companies located in Cyprus but 
engaged exclusively in business offshore. Cyprus promotes its 
geographical location as a bridge between Europe and the Middle 
East. Its highly educated English-speaking population, moderate 
local costs, good airline connections, and excellent 
telecommunications are other assets. The Central Bank estimates 
that in 1988 the sector indirectly contributed $88 million to the 
local economy as wages, rents and payments for services. 

Offshore firms are taxed at a rate of 4.25 percent of reported 
earnings, one-tenth of the standard company rate. As of January 
1989, 636 offshore firms maintain fully operational offices in 
Cyprus. In recent years, the net total has grown by about 50 per 
year. Half are engaged in trading and marketing; another 25 
percent offer professional and consulting services. The rest are 
engaged in fields including publishing, ship management and 
chartering, banking, insurance and administration. During 1988 
the Central Bank issued 555 new permits for the registration of 
offshore enterprises, as compared with 452 in 1987, 497 in 1986, 
and 591 in 1985. Many, however, remained inactive or were used 
only as "brass plate" firms. 


Currently there are about 20 U.S.-owned offshore firms in 
Cyprus. These include companies engaged in regional marketing of 
computers, computer graphics systems, telecommunications 


switching equipment, printing equipment, household products, and 
soft drinks. 


Information on the offshore sector, including a videotaped 
documentary, is available from the Central Bank of Cyprus, 36 
Metochiou Str., P.O.Box 5529, Nicosia, Cyprus, telex 4430. 


Cyprus Shipping: The Cyprus flag ranks seventh worldwide in 
gross registered tonnage. Growth in the registry was slowed by 
Turkey’s 1987 refusal to accept Cyprus-flagged vessels in its 
ports. Despite this and the recent slowdown in ship sales, 
tonnage in the Cyprus register grew 3.6 percent to 18.5 million 
GRTs, with 1,984 ships registered on the books. Total deadweight 
tonnage was 31 million, and 17.6 percent (5.5 million DWT) 
belonged to Cypriots as of 1987. Direct revenue from tonnage 
taxes reached $5 million in 1988. 
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The Vassiliou administration is seeking to expand the Cyprus 
register further and to attract foreign shipping companies to set 
up on the island. The GOC has ratified several international 
shipping conventions, assigned shipping attaches to New York and 
Hamburg, and is undertaking revisions of shipping legislation. 


Limassol port is a major container transshipment point, 
generating $32 million in local revenue in 1988. 


Free Zone: Various tax incentives have existed since 1984 to 
encourage industries to locate in the Free Zone at the port of 
Larnaca. Infrastructure is in place, five factories are 
operating and two are under construction. General economy-wide 
tax incentives, such as those offered to firms introducing new 
industries into Cyprus, also apply to free-zone firms. 


Export Opportunities: GOC development plans propose increasing 
official development expenditure from $948 million during the 
last five years to $1.41 billion in 1989-1993. About 30 percent 
of this will be spent on agricultural development, including 
completion of the Southern Conveyor water development project. 
Emphasis also will be placed on highway construction, a 
completely new airport terminal and facilities at Larnaca, 
further improvement of an already sophisticated 
telecormunications network, and construction of a series of 
30MW-60MW electricity generating stations, probably coal-fired. 


There are plans for extensive further computerization in both the 
public and private sectors. The telecommunications authority 
(CYTA) has abandoned its monopoly over telephones and private 
switching equipment; changes in broadcasting legislation in 


1989-1990 will probably allow commercial radio stations for the 
first time. 


As Cypriot industry adapts to the increasing pressures of EC 
competition under the customs union over the next few years, 
there will be opportunities for the sale of computer-assisted 
design systems and new capital equipment for production of 
textiles, clothing and footwear. 


Trade Between Cyprus and the United States: U.S. exports to 
Cyprus grew from $67 million in 1987 to $84 million in 1988. The 
increase of 21.7 percent is proportional to the overall increase 
in Cypriot imports. U.S. wheat and barley sold to the Cyprus 
Grain Commission increased from $13 million in 1987 to $18 
million in 1988. Office machines, automatic data processing 
equipment and other machinery grew from $13 million to 

$17 million. Animal feed sales fell from $7 million to $3 
million. Tobacco exports for the Cyprus market and reexport fell 
from $6 million in 1987 to $3 million in 1988. Other U.S. 
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exports to Cyprus remained relatively stable: principal items 
were animal and vegetable fats ($4 million), paper and paperboard 
($4 million), tractors, forklifts and other commercial vehicles 
($4 million), and electrical & electronic goods ($3 million). 
Comparisons are approximate, for Cyprus is changing from the 

SITC to the HS code of product classification. 








